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RECOMMENDATION

Adoption of a resolution authorizing the City Manager to enter into exclusive negotiations for
thirty (30) days with Team San Jose to manage and operate the San Jose Convention Center and
cultural facilities for a five-year period. Ifnegotiations are not successfully concluded at the end
of the 30-day period, authorize the City Manager to commence negotiations with Global
Spectrum

BACKGROUND

On June 10,2003, the City Council adopted the Mayor's Budget Message that included direction
to the City Manager to prepare a Request for Proposal for the management and operation of the
San Jose Convention Center and Cultural Facilities. In response to this directive, a Request for
Proposal (RFP) was submitted to Council and approved on November 25, 2003.

.

The direction from Council emphasized that the primary objectives are decreasing costs
of operation and increasing the occupancy and revenue producing capabilities of the
facilities.
Additionally, all Civil Service employees must be absorbed by the City or proposer, but
the proposals could include innovative employment relationships, such as leasing of
existing City employees by the successful proposer.

.

Following Council approval of the RFP, a process and timetable were developed with the intent
to bring a recommendation to Council in sufficient time for transition to the new operator on July
1, 2004.

RFP Process

On December 1, 2003, the RFP was sent to ten (10) firn1s that currently manage convention and
cultural facilities. The RFP was also posted on the City's Website. The timeline of the RFP
process is summarized below:

-
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-
November 25, 2003 Council Review and approval ofRFP

December 1, 2003 RFP Distribution

Mandatory Preproposal ConferenceDecember 15, 20003

Written questions by proposers due to CityDecember 19, 2003

January 15, 2003 Written responSes distributed by the City to proposers that responded
to all questions raised either at the December 15 mandatory
preproposal conference or on December 19, when all written follow
up questions were due from proposers.

RFPs due to CityFebruary 23, 2004

Panel Interviews with proposersMarch 22, 2004
-

Reconvene Interview Pailel to finalize review of follow up questions
and revised proformas requested by panel and concluded with a
recommendation for Council approval

April 22 and 29,2004

RFP Responses

The City received four responses to the RFP and all proposed managing and operating the
Convention Center and all of the cultural facilities. Copies of the RFP are available in the City
Manager's Office, should you wish to review them.

The City Employee Team
.CAE employees selected a team to develop a proposal after reviewing current

business practices with the goal of streamlining operations and maximizing revenues,

Team San Jose
.Public Benefit Corporation fonned in 2004.
.Partners to manage and operate include CVB, Centerplate, and American Musical

Theatre with support from the South Bay Labor Council and endorsements from
OE3 and AFSCME and numerous stakeholders.

.27 Member Board of Directors includes representation from South Bay Labor
Council, CVB, hotel industry, cultural organizations and the business community.

Gl.obal Spectrum
.Fonned in 1994 in Florida and operations based in Philadelphia.
.Public Facility manager for 36 facilities located in the United States,

.Subsidiary ofComcast-Spectacor.

GL Events
Extensive management of venues throughout Europe, with its North American
office in New York.
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Formed in 1978.
Expertise is in venue management.

ANALYSIS

As noted above, written proposals were received from four firms on l'
panel had an opportunity to review each of the proposers' written resu
interviews, which were held on March 22.

ebruary 

23. The interviewonses 
prior to the oral

Kay Winer, Deputy City Manager, CJ laired the broad-based interview 1
Managing Director of the Charlotte Auditorium-Coliseum-Conventior
VIrector of Programming and Event Services for Theatres and Arenas
Budget and Policy Director for the Mayor's Office, the Hospitality De
Jose State University, the Chair Elect of the Chamber of Commerce, tJ
representing the City Labor Alliance, and the City's Economic Develo
Finance Director.

Janel comprised of the
l Center Authority, the
in Denver, Colorado, the
Dartment Chair from Sanle 

President of ABMEI,
Dment Director and

Criteria and Scorin!!:

The interview panel established the following criteria and rating scale

to 

evaluate the proposals:

.

ment offinn's prior and~rence 
centers and hotels.

articulation of detailednaximize 
"top line"

.

Qualification and Experience of firm (20 points) -assess
current experience and success in operating/managing com,
Strength of Proposed Marketing Plan (35 points) -clear
marketing strategy and associated optimal business mix to ]
revenue.
Financial Proformas (35 points) --ability of finn to clearl v describe assumptions
included in the financial proforma and reasonableness of assumptions used by finn.
Transition Plan (10 points) -ability to implement an oraeny transition plan,
including commitment to implement Council adopted policies, including worker
retention, labor peace, continuation of collective bargaining process, prevailing

wages.

..

More weight was given to the strength of the marketing plan and the fiJ
other two criteria to place emphasis on the primary objectives establish
occupancy and revenues, decreasing operational costs, thereby reducm

subsidy.

lancial 

profonnas than theed 
by Council: Increasing~ 

the annual operating

Following the March 22 panel interviews, each proposer was required 1
additional questions that were raised by the panel. The proposers' resD
staff either by conference call or in individual meetings and shared wit]
members in advance of two additional sessions that were held on April

:0 respond to numerousonses 
were discussed with1 

the interview panel
22 and 29.
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Recommendations for ProDoser Selection and Ne!!:otianon Process

All proforinas submitted by the proposers were analyzed and revised by
the proposers, to ensure that each pro forma was comparable to the other
revenue and expense information provided. Adjustments to the pro fomJ
primarily in the areas of salaries and benefits, and overhead line items to
consistency. Attached is the five-year summary proforma.

staff 

in consultation with
s on the basis of the
as were necessary,
ensure accuracy and

e 

City (, ;ouncil that the
m San Jose for thirtys 

for a five-year period.onclude 
negotiations by

~il that the City Manager
highest rated finD. ~

On April 29, the interview panel concluded with a recommendation to th
City Manager be authorized to enter into exclusive negotiations with Tea
days to manage and operate the Convention Center and Cultural Facilitie
In the event that the City and Team San Jose are unable to successfully c
the end of the thirty-day period, the panel recommends to the City Coun<
be authorized to commence negotiations with Global Spectrum, the next

If negotiations are concluded with Team San Jose within the thirty-day p
will be brought to Council for approval prior to the July recess. Should I
successful with Team San Jose, negotiations will commence with Global
and the Agreement brought to Council at the beginning of August 2004.

eriod, 

the Agreement
legotiations not be
Spectrum immediately

Team San Jose

Team San Jose is a newly formed, locally based, not-for-profit public be]
partners to manage and operate the facilities include the CVB, Centerpla1
contract with the City to provide food and beverage services and the Ami
The Team San Jose 27 member board of directors includes representatio]
Labor Council, the hotel industry, local cultural and performing arts orga
business community. The structure of the 27 member Board of Directorf

lefit corporation. Its:e, 
currently under~rican 

Musical Theatre.1 
from the South Baynizations 

and the: 
is attached.

Team San Jose's proposal requires the lowest five-year subsidy from the
the other three proposers. Team San Jose states that through aggressive n
much higher occupancy of the Convention Center and Cultural Facilities
resulting in greatly increased revenues. In addition, 13 filled City positioJ
service with a cost of $1.5 million for salaries and benefits would be elin
positions will be placed in the City organization per provisions of the Co'
Competition Policy without reduction in pay. Due to the current budget s
reductions in the City organization will be necessary. In its reorganizatioJ
plans on hiring five new staff, including a General Manager and VP of 0

City in comparison to
larketiIig efforts, a
will be achieved,
18, of which 12 are civilLmated. 

Employees
IIncil approved
ltUation, other position1 

effort, Team San JoseDerations.

In response to questions regarding the feasibility of achieving revenues 0
that are approximately 23 to 28% higher than any of the other proposers.
responded in writing that though the revenue projections are aggressive, 1
thorough analysis and successfully tested against the market place. Team
that as the knowledgeable and experienced insider, they are confident tha
met.

ver the five-year period
Team San Jose
hey were the result of a
San Jose stated further
t the proj ections can be
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Team San Jose's analysis included a review of the existing and tentat
and forecasted increased businesses opportunities resulting from great
more profitable space utilization, and a higher overall efficiency of cu
operations that would be facilitated by implementing a common techn

ve 

business on the calendar
er operational flexibility,
stoller interface andology 

platform.

Although all pro foffilas submitted by the proposers revealed a net los;
and Cultural Facilities over a five year period beginning in FY 04-05
Team San Jose's pro fonna revealed the smallest net loss over this pel
of these figures (in $):

; 

at the Convention Centermd 
ending in FY 08-09,lod. 

Below is an overview

As a comparison, the subsidy to the current operations of the Convem
Facilities is estimated at $5 million for FY 2003-04 and $3.9 million u
forecasted for FY 2004-05 through the current budget process. The su
as a result of staff reductions.

on Center arid Cultural
.tat has already been
.Dsidy would be decreased

It is reconunended that the Agreement provide for ongoing monitorin~
regular reporting to Council on the progress of achieving the projectio:
recommended that the City engage outside consultant services to assis

~ of the revenues andIlS. 
.It is further

t in this effort.

The proposed management fee for the five-year period is $750,000.

Global SDectrum

As mentioned previously, the panel recommends negotating with Glol
highest rated finn, in the event that the City and Team San Jose are un
negotiations in thirty days. Global Spectrum's primary business is ma
facilities, including American Royal Exposition Complex, Kansas Ci~
Convention Center, Richmond, Virginia; Pinellas Expo Center, Pinell~
Convention Center, Overland, Kansas; and Everett Events Center, Eve
Global Spectrum does not manage any facilities in California and is ml
market.

)a1 

Spectrum, the secondable 
to conclude

tlaging public assembly" 
MO; Greater Richmond

s, Florida; Overland Parkrett, 
W A. Currently,)tivated 

to move into this

Global Spectrum's revenue proj ections over the five-year period are cc
proposers, excluding Team San Jose. Their proposal retains City staft:
positions, at a cost of $1.6 million in salaries and benefits. Global Spel
some new staff, including a General Manager and Assistant General M
Facilities. Under the Competiti~n Policy, affected employees will be p'
organization with no reduction in pay. Though Global Spectrum's pro
than Team San Jose's, it is still considerably less than the City's recern

Insistent with the other
with the exception of 21
:trum also plans on hiring
anager for Culturallaced 

in the Cityected 
subsidy is greater

expenence.
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.

The buildings remain as public facilities and must, therefore, be 11

applicable legal provisions, including First Amendment access, Ql
as well as all applicable City regulations and requirements, such ~

prevailing wages.

lanaged 

in accordance withIe 
process, equal protection,s 
non-discrimination and

.

19ht by third parties. In the:'s 
insurance coverage, the

.

~s and operations, as well as
~ to assist staff in these

.ss 

tenns and conditions,
udget preparation and
iuthority of the Operator.: 

economic interest inLShips 
for potential conflict

.

The City will continue to be subj ect to risk of liability claims brol
event that a claim is made which is not covered by Team San JoS(
City may face liability without recourse to any significant assets

The Agreement should provide for ongoing monitoring of revenuc
regular progress reports to the Council. Outside, industry expemsl
activities is strongly recommended.

.
Other major areas to be cover~ in the Agreement include: busine
e.g., Default and Teffiliilation, Insurance and Indemnity; Annual"!J
submission; City oversight of books and records; and contracting:

The Board of Directors includes members with separate and direc1
various facilities and programs. A review of each of these relatior.
of interest is essential.

PUBLIC OUTREACH

Not applicable.

COORDINATION

This report was coordinated with the City Attorney's Office, and the F

'inance 

Department.

COST IMPLICATIONS

Costs to absorb City employees who will not be retained under the pro

DoSed 

operator range from
l in Global Spectrum's

The City is projected to decrease its subsidy for operating and managiJ
and Cultural Facilities in each of the five years of the proposed Agreer

19 

the Convention Center
[lent with either proposer.

CEOA

Nota project.

I~ W~~W"
Kay Winer
Deputy City Manager

an estimated $1.5 million in Team San Jose's proposal to $1.6 mi1liOI
proposal.
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